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28,207 found in November 1932 - just two years 
| ago. Where ever vacancy surveys have been taken in 
other cities, they show relatively the same rate 
of absorption. Our idea is that when vacancies get 
down to about three percent, rentals will start to: 
rise very rapidly. Vacancy in most cities is now 
between five and six percent. It was as high as 
from ten to fifteen percent a year and a half ago. 



























NORMAL 


Real estate activity as measured by our index 
in Saint Louis, gained nicely during the last 
month. It is now about twenty-two percent above 
the low of’ a year and a half ago. (Shown above and 
to the left.) 


The foreclosure rate showed no charge in conm- 








parison with the preceding month. It is now for- 
ty three percent under the high of last September. 
Foreclosures have dropped more rapidly in Saint 


Louis than they. have in many other cities, because 
of the quick and inexpensive foreclosure action 
possible under the Missouri laws, This makes the 
Saint Louis index more responsive to changes in 
conditions, and, it seems to us, gives it some 
forecasting characteristics for the rest of the 
country, which should follow with a varying lag. 





The marfiage rate, one of our most sensitive 
barometers of confidence in the future, advanced 
materially. 
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Rentals in all classifications we chart fell slightly during the month. 
The charts on the back page of this issue would indicate that rentals have sta- 
bilized after their long decline, and are now catching their breath before they 


: é start back upward. 


New building continues to crawl along the bottom of our chart It made 
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an infinitesimal gain this month, but even if it trebled it would be less than 
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ten percent of the levels of the Iast boom. 


Building material prices have been undecided in their course. We would not 
be at all surprised to see them drop for a short time if the price fixing provisions 
in the codes are modified. To discard price fixing in building material lines would 
have the immediate effect of demoralizing the industry. After the initial shock is 
past we think that building materials would shortly climb back to their present 
height, and, as soon as a reasonable demand develops, go much higher. 





The chart at the bottom of the page shows’ the change in building material 
prices from 1929 to the present. The broken line on the chart shows the level of 
building material prices in terms of gold. It can clearly be seen from this chart 
that the increase in building material prices during the past year is primarily the 
result of the revalued dollar, and that the actual level of building material prices, 
measured in the térms of our old gold dollar, continued to decline until the begin- 
ning of 1954, Building material prices are on this low gold level primarily because 
of a plentiful supply, and an almost total lack of demand. It will not take a great 
increase in demand for building materials to advance materially. This is the reason 
that we believe that the general trend of building material prices during the next 
few years, regardless of price fixing, will be upward. 


Real Estate Analysts, Inc., started urging its clients to buy real estate 


a year and a half ago. We believe our advice was correctly timed. There are not 
the same number of distress bargains obtainable today as there were then. However, 
the market will be favorable for investment during the next few years. Those who 


buy early and choose well will make the most profit. 


A year and a half ago when we started urging our clients to buy, we were 
practically alone in our advice, Even real estate brokers were surprised at our 
temerity. The reaction we generally got from them was often expressed “Well I hope 
your right", with an inflection intended to convey their own doubts. 


Now it is becoming so apparent that real estate will increase in price 
that many financial and economic services are advising their clients to buy. Our 
advice to our own clients is "Do not wait too long. The greatest and safest profit 
is made by those who buy early". & 


Pel, 








REAL ESTATE ANALYSTS, INC. 
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THE FEDERAL HOUSING PLAN 
RESIDENT Roosevelt has said that his recommendation to the next Congress will 
Pierce plans for a big increase in housing projects. Secretary Ickes has indi- 
cated that an additional appropriation of two billion dollars for this purpose 
will be asked for. 


If this appropriation is granted by Congress, and we think it will be if 
the. President insists, it will be used almost entirely, we believe, in financing 
federal and state housing projects.The plan originally followed - of making loans to 
limited dividend corporations - has not proved successful from the standpoint of 
creating any volume of employment. Neither have the other efforts of the adminis- 
tration to stimulate the construction industry been successful. The actual volume of 
building construction in the first ten months of this year was less than'a year ago. 
This failure to stimulate new building is not the fault of the administration. No 
administration could have stimulated it. The fault lies in believing that the build- 
ing industry could be stimulated at a time.when the cost of construction is rela- 
tively high in relation to rentals and values. The Real Estate Analyst has stressed 
this point for more than two years. 


The administration is faced with an unemployment problem which it feels it 
must solve. Probably four or five millions of persons are idle because the building 
industry, with all of its allied lines, is idle. These people are experienced in 
construction or the manufacture of construction materials, This, together with the 
fact that no other field contains as much obsolete equipment as is represented in 
the almost economically worthless building now in the slums, suggests almost auto- 
matically to the administration that in rebuilding some of these slum areas lies the 
solution to the unemployment problem,with the incidental result of raising the hous- 
ing standards of the poor. 


Since millions must necessarily be spent to provide relief, it is not hard 
to see the administration's viewpoint that it is better to spend these millions in 
slum clearance projects, where tangible results will remain, than in many of the 
useless jobs created last year by the CWA. 


In spite of the foregoing, we are not -entirely convinced that a federal 
housing program offers the best solution to the present dilemma. It seems to us that 
the principal difficulties in the plan can be summarized as follows: 


(1) Two billion dollars is not 
12 sufficient to support the building 
CONSTRUCTION industry, especially since a part of 


tA . 
nh MH IN THE US this amount must be paid for land, 





mm Wii If it is the plan of the administra- 
Hit tion to rebuild slum areas we think 
toh HH at the cost of the ~round would provab- 
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ly come close to twenty percent .of 
| the total. This would leave one bit- 
Hi lion,- six hundred million for con- 
a struction. We doubt whether this 
a Vp \\\)\ 4!) money could be completely disbursed 
rt | in less than two years, or at an 
WY {|| average rate of more than eight hun- 

a Gred million a year. 
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Vn \\\\\ The chart to the left shows 
g the volume of construction we were 
accustomed to during the pre-depres- 
5 sion days. It will be noticed that 

Hy prior to the stock market collapse 
it was running in excess of ten or 
4 ye] eleven billions a year. Private 
i building exceeded five billion dol- 
lars a year. In three of the years 
charted, public expenditures for 
construction exceeded three bil- 
ITF lions, but these expenditures were 
HA largely municipal. Financial diffi- 
A culties of cities have curtailed 
their expenditures until they are 
now running less’ than a third of 
ol their former level. County expendi- 
1925 1926 (927 1928 1929 1930 (93! (932 (933 tures have dropped to about one= 


continued on page 335 
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GENERAL vealed CONDITIONS 


HE chart above is a continuat 





on of the study of last month, National business 
conditions are shown by the black and white ons business conditions in Saint 
Louis by the black areas, Both indexes are figured on exactly the same basis. 

Unfortunately, there is insufficient national data of the sort used in this index to 

carry it earlier than the last quarter of 1923, The dotted line shows the fluctua- j 

tions of wholesale prices in the United States. : 
The differences between national and Saint Louis business are quite easily ; 

explained. It is quite apparent that national business does not fluctuate to quite 

the same extent that local business does, Notice the = arger drops in Saint Louis in 

1924 and 1927, This is quite natural. Any single community is subject to many local 

disturbances from time to time, which necessarily affect local business, As these 

disturbances do not necessarily some at the same time in different communities they 

cancel each other when thrown national average, 
The course of business during the last two months is particularly inter- 

esting. The final figure for September in Saint Louis was higher than the prelimi- 

nary figure would indicate. The October preliminary is still higher, showing a very 

material gain during the past month. 
The gains in the recent past in Saint Louis are greater than they have 

been nationally. On the other hand, business in Saint Louis fell slightly lower dur- 

ing the worst of the depression than it 


did in: the country at large. 


Wholesale prices are hesitating, we believe, before rising to higher 9 
levels. We think that during the next few years there is a strong probability of 
passing the 1926 level. 
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chart above shows the drop in residential vacancy in Saint Louis by 
t 


ypes of units. With the exception of apartment units, all types 

showed a gain in occupancye The slight increase in apartment vacancy 
seems to be following the pattern of last year; then the very rapid ab- 
sorption of apartment vacancies in October was followed by a recession in 
November. A year ago, however, the other types of units also showed an in- 
crease in vacancy, as can be seen from the chart. This is not the case at 
present, 


The number of vacant units in Saint Louis by months’ since the 
introduction of the monthly vacancy survey by Real Estate Analysts, Inc., 
is shown in the following table. 


Month Vacancy 
September '33 25,554 
October 22,460 
November 20,450 
December 21,550 
January '34 20,248 
February 18,650 
March 17,550 
April 16,650 
May 14,700 
June 13,500 
July 14,000 
August 14,000 
September 13,600 
October 12,500 
November 11,800 
Absorption in fourteen months 11,654 


oA 


Absorption 
894 
2,010 
-900 
1,102 
1,598 
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In addition to the monthly figures above, we know that in Novem- 
ber, 1932, residential vacancy totaled 28,207 units, or 12.8%. Vacancy has 
been reduced since then by 16,553 dwelling units. 


During the past year a great part of the desirable vacant units 
have been absorbed. A large part of the vacancy still remaining is not de- 
sirable. 
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HE chart to the left 

volume of repair and 

work done in Saint 
month for the past four 
volume by months, back 
shown in the long chart on 
509 in the September issue, 


shows’ the 
alteration 
Louis each 
years. The 
to 1910 is 
pages 308 - 


This index, as explained in that 
issue, has been adjusted for seasonal 
fluctuation, changes in the cost of 
making repairs and the growth of the 
city. 


The October drop of 19%, in com- 
parison with the September figure, is 
quite interesting in view of the fact 
that the modernizing and repair cam- 
paign of the Federal Housing Adminis- 
tration has now been in operation for 
three months. Repair loans have been 
made in Saint Louis. That these loans 
have not caused our index to advance 
is due to one or both of the following 
reasons: (1) Insured loans are merely 
financing work which would have other- 
wise gone ahead with other financing. 
(2) The work heing done is of such mi- 
nor character that none of it finds 
its way into’ the permit figures (al- 
though the average job in our figures 
amounts to less than $300.) 


HE chart to the left shows the in- 

dex of advertised rentals on four, 

five and six room dwellings. The 
somewhat similar chart on the back 
page of this issue includes all types 
of single family dwellings, many of 
them of the older more obsolete varie- 
ty, with a large number of rooms. 


All of our rental indexes showed 
a slight drop during October. The drop 
in industrial production during the 
past few months may have had something 
to do with this drop. If vacancy con- 
tinues to fall, the point will soon be 
reached where a sharp upward movement 
in rentals will be inevitable. 























THE FEDERAL HOUSING PLAN Continued from page 329 


ninth of their peak. States, exclusive of federal aid, are considerably under half 
of their 1931 level. 


Clearly, the federal government, with its housing plan, can hope to re- 
place but a small fraction of this missing volume. 


If it restricts itself to “economic housing", that is, to the construction 
of housing units, the rentals of which will be sufficient to pay all regular cost, 
including a fair share of municipal taxes, interest on the investment, a reasonable 
amortization and upkeep, and if the investing public is convinced of that fact, then 


we believe that the final results of this emergency measure might be good. We are 


far from convinced ourselves, however, that the federal government will, or could, 
follow this plan. Tremendous political pressure would be put on public parties to 
lower rentals to the point where they would not be sufficient to meet the full cost 
of providing the space, None of the great housing projects of Europe are self-sup- 
porting. The more than a million voting tenants in the six hundred thousand family 
accommodations, which could probably be built with two billion dollars, could shout 
their demands with greater ballot force than the war veterans or the farmer, paid 
for not producing. 


If it does not restrict itself to economic housing the result is to fur- 
ther lower rentals, when the reason the construction industry cannot be stimulated 
is that rentals have already declined to the point where they cannot pay a return on 
the cost of construction. The absorption of vacancy throughout the United States is 
proceeding so rapidly at the present time that, left to itself, it will soon return 
rentals and values to the point where self-interest will insure a heavy volume of 
construction, a volume many times as heavy as the federal government can provide. If 
the federal government goes ahead with housing on this basis, and spends only two 
billions on it in the next two years, it will not prevent the rise in rentals and 
values we expect, but it will delay the rise for an appreciable time, and thereby 
delay the revival of private construction. 


(2) A second difficulty we see in the plan for federal housing is the 
difficulty of securing sites in slum areas rapidly, and at low cost, If this work 
is not done rapidly there is no reason for doing it, as the construction industry 
will start of itself if given sufficient time and incentive. Either the land will 
be purchased or it will be acquired through condemnation. If purchased, the federal 
plan will encounter the same objections that the Housing Division of the Public 
Works Administration has complained of in limited dividend projects: that the ground 
is being held at too high a price. We will readily admit that much of the land in 
slum areas is not actually worth what the owners are asking for it, but the diffi- 
culty is that in many cases their ideas of value are firmly fixed and change very 
slowly. If the necessary land is secured through condemnation the final cost will 
probably be greater than if secured by outright purchase. 


While we appreciate the necessity of providing employment as soon as pos- 
sible for the construction industry, we are inclined to believe that federal housing 
on a limited scale may have as many disadvantages as-:its proponents believe it has 
advantages. While we would oppose federal housing in. principal, ona really large 
scale, we believe that if the government should take ‘over a portion of the building 
job during the next few years, they would have to take over the entire load to come 
out in the end with as much construction volume as would take place if they stayed 
out entirely. 





The information and charts contained in this re- 
port are protected by copyright and are restrict 
ed to the confidential use of subscribers only. 
The Real Estate Analyst is published monthly by 
Real Estate Analysts, Inc., Saint Louis, a sta- 
tistical, survey and-appr@®isal organization. The 
subscription price is $180 a year, payable semi- 
annually in advance. Real Estate Analysts, Inc, 
is not engaged in financing, management or bro- 
kerage of real estate. 
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